
, -. . . . . ,. .... YI-t~ M ~ I ~ L I I W U  vnrstuo UI rorm I WJI) 

 
 

 
 

 

 

(  

. ,. PAR f i  :? I,:..! 

Dear Gentlemen: 

We have considered your appl i ca t ion  for twcognl t l o n  of e x q t i o n  from 
Federal income tax under section 501 (c)(6) of the Internal Revenue Code. 

The informat!on subml t ted  d l  scloses that  you were Incorporated under the 
 Non-Profit Corporation Act on  t o  co l lec t i ve ly  

wcrk together as an assoclatlon o f  franchises and wholly m a d  off ices 
and t o  preserve the value of the off ice that  have purchased o r  franchised 
frcnn the , taking the necessary s i eps t o  Insure the trade name 

 continues t o  stand f o r  qua l i ty  eye care and eye wear 
a t  competitive prices. 

Your appl ica t lon f o r  exemption states that  you were organized t o  Insure 
tha t  the opt lcal  dispensing industry I n  does not develop I n  a 
manner that  could lessen competition amn opt lcal  dispensing comgrnies, 
thus in ju r ing  the industry's buslness env ? r o m n t .  You w l l l  also apprise 
your members o f  legislative activities i n  which could a f fec t  the 
opt ica l  dispensing industry, and t o  act ively inform leg1 slators o f  your 
member's views on relevant leglsl t i t lon. 

Your membershlp I s  restricted t o  persons, partnerships o r  corporations 
which hold an assaclate o f f ice  contract o r  franchise agreement w l  t h  

,  o r  i t s  sucessor t o  
operate a office. There i s  no r e q u l m n t  to join, and there i s  one 
class o f  membership, w i th  each member on t l t l ed  t o  one vote f o r  each 
o t f l c c  he has paid the I n l t l a t l o n  fee for. 

Your i n c m  w i l l  be derlved from membership dues and fees. Expenditures 
t.~rlll be for lagal , accounting, t ravel  and miscel laneous expenses. 



 
 

 

Section 501 (c) (6) of the In te rna l  Revenue Code provides oxemption fo r :  

" ~ u s l n e s s  leagues, chambers o f  comnerce, . . .not organized f o r  p ro f1  t 
and no p a r t  o f  the ne t  earnings o f  which inures t o  the bene f i t  o f  
any p r i va te  shareholder o r  indiv idual."  

Section 1.501(~)(6)-1 of the Income Tax Requlat+ons pmvldes that,  f o r  
an organizat ion t o  be exempt, I t s  activities must be: 

" . . .directed t o  the improvement o f  business c,~ndi t i ons  o f  one o r  
.more 1 lnes of business as dist!nguished from the performance o f  
p a r t i c u l a r  services f o r  ind lv ldua l  persons. . . " 

Revenue Ruling 70-80, 1970-1 Cumulative Gu l l e t i n  130, held t h a t  a nonprofi t 
trade association o f  manufacturers whose pr inc ipa l  a c t i v i t y  I s  the 
promotion o f  I t s  menlbers' products under the association's regis tered 
trademark does no t  q u a l i f y  for  exemption urtder sect ion 501(c)(6) o f  the 
Code. 

I n  the case of National Muffler Dealers Assoc1atlon v. U.S., 440 U.S. 
472 (1 979), the Supreme Court held tha t  an associat ion o f  a p a r t i c u l a r  
brand nane o f  muff ler dealers does no t  q u a l i f y  f o r  exemption hecause the 
associat ion I s  no t  engaged I n  the Irnyrove.?ent o f  business condlt ions o f  
a 1 l n e  o f  buslness. 

Based on the Information presented, we h-ve concluded tha t  your a c t i v i t i e s  
arc no t  d i rected a t  improvement o f  bustness condit ions of one o r  more 
l i n e s  o f  buslnzss w i t h i n  the meaning o f  sectlon 501 (c ) (6 ) ,  but  serve 
Instead the Ind iv idua l  buslness In te res ts  of the owners of  

 and, therefore, * a i l  outside the scope o f  the exemption 
provided by sect lon 501 (c) (6). 

A c c o r ~ ~ l n ~ l y ,  I t  i s  held tha t  you are no t  e n t i t l e d  t o  exemption from 
Federal Irrcomc! Tax as an organization described I n  sect ion 501 (c)(6) of 
the Code. 'Therefore, you are required t o  f i l e  i n c m  tax returns cn 
Form 1120. 

I F you do not a q r w  w i th  these concluolons, y o t ~  may, w i t h i n  30 days from 
: ! ! s  d : l t ~  o f  this l c t t c r ,  f i l e  i n  dupl icate a b r i e f  of the facts, law, 
;;(;!I JI-;;,!: rcsr!i t. l . !~ t. c l m r l y  sets f o r t h  your posi t ion. If you desire an 
or.11 ! i ~ ~ : i ~ s i i ) i ~  o f  t . 1 7 ~  i s s t ~ e ,  please Ind ica te  t h l s  I n  your protest.  The 
: . . ~ ; ! ~ l ~ ~ : . ? ~ :  I ' 1 1 : ~ l  i i3t ioi .1 ,:?? ciives Ins t ruc t ions  for f i l i n g  a protest.  

I F  ; J ~ I I  I!() yo:; f i l t ?  a ? r i ) t?s t  with t h l s  o f f i c e  w t th ln  30 (lays o f  the date 
#!f t!t.is r:bl>ort o r  1 ibttrtr. t h i s  proposed determlnatlon w i l l  became f i n a l .  



    
 

ff you agree with these conclusions or do not wish to f i l e  a wrltten 
protest, please sign and retbrn Fonn 6018 In the enclosed self-address& 
envelope as soon as possible. 

Sl ncerel y , 

01s trlct 01 ector 

'ncl osures : 
:~ubllcation 892 
Form 6018 




